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U.S., Canada to Continue Cooperation in Housing and Urban Affairs 


HUD Secretary Samuel R. Pierce, Jr., and Paul Cosgrove, Canadian Minister for Public Works and 
Housing, have signed an agreement extending the present bilateral Memorandum of Understanding on 
cooperation in housing and urban affairs. 


The existing Memorandum of Understanding between the U.S. and Canada is an open-ended 
agreement to share research and information in areas of common interest. It is administered by a Joint 
Steering Committee composed of a co-chairman and an alternate from each country. Costs are shared 
equally and are generally covered by the regular program and research budgets of each agency. The 
original Memo was signed in June 1977 for a five-year period, with an automatic extension for 
successive five-year periods. 


Theodore R. Britton, Jr., Assistant to the Secretary for International Affairs, said that the exchanges 
between the U.S. and Canada *‘have been technical, rapid and informal, and usually carried out with a 
minimum of protocol.’’ He noted that a recent joint research project in three American and three 
Canadian cities on new urban development techniques provided useful information for both countries. 


Secretary Pierce explained that Canada is experiencing many of the same trends and pressures that this 
country faces in housing. He said that cities in eastern and central Canada suffer economic slowdown 
and unemployment, while cities in the energy-rich plains Provinces and British Columbia are growing 
rapidly. As in this country, he noted, high interest rates and mortgage costs are driving housing costs 
beyond the reach of young families. 


HUD Releases Private Mortgage Insurance Data for May 


HUD has released private mortgage insurance activity data for May 1981. The Department said that 
May’s mortgage insurance activity was slightly below April’s level and that the decrease, although 
slight, was contrary to normal seasonal movements. 


According to HUD, applicants for new primary insurance totaled 37,754, down less than | percent 
from April. When adjusted for seasonal variations, the volume indicates a 12 percent decline. Private 
mortgage insurers issued 28 ,951 new certificates of insurance in May, carrying a dollar value of $1.5 
billion. 


Through the first five months of 1981, the dollar volume of new primary mortgage insurance written 
was 6.6 percent greater on one percent fewer certificates issued than for the same five-month period in 
1980. Insurance in force at the end of May was $108.7 billion, $10.3 billion greater than a year earlier. 
While private insurers continued to experience a slowdown in primary insurance activity, private 
insurance of conventional mortgage loan pools set a new monthly volume record with insurance 
coverage of $714.3 million in such security. 








HUD Invites Public Comment on Draft Performance Criteria for Solar Systems 


HUD has invited the public to register comment on its draft Performance Criteria for Solar Heating and 
Cooling Systems in Residential Buildings. The criteria were developed to provide a standard basis for 
assessing the design and performance of buildings using solar energy systems for heating and cooling. 


HUD has awarded some 783 grants to support solar systems demonstrations since 1975. The 
information gained from these demonstrations has been used by HUD and the National Bureau of 
Standards (NBS) to evaluate the effectiveness of interim criteria published in January 1975 and to 
develop new, more precise criteria for solar system performance. The new criteria are not intended to be 
used as mandatory standards governing the procurement or acceptability of solar systems proposed for 
HUD or other Federal solar activities. Instead, the criteria will serve as a technical reference and 
resource for the solar industry, the building industry and Federal, State and local agencies concerned 
with assessing the design and performance of solar systems in buildings. 


The Performance Criteria for Solar Heating and Cooling Systems in Residential Buildings are 
presented in a four-part format: 


* Requirement — a qualitative statement expressing the expectations of a user concerning a given 
system or component. 


* Criterion — a quantitative statement of the level of performance required from the system or 
component necessary to meet the requirement. 


* Evaluation — a statement identifying the best method, record of experience, or other information 
needed to evaluate a given system or component against the criterion. 


* Commentary — provides background information for the uses and presents the rationale behind the 
specific evaluation methods selected. 


Additional information on the draft criteria may be obtained from William E. Freeborne, mechanical 
engineer, Division of Energy, Building Technology and Standards, Office of Policy Development and 
Research, Room 8138, HUD, 45i-7th Street, S.W.. Washington, D.C. 20410 (202/755-6900). 
Comments on the draft should be filed with the Rules Docket Clerk. Office of the General Counsel, 
Room 5218, HUD, by August 24, 1981. 


The draft Performance Criteria for Solar Heating and Cooling Systems in Residential Buildings 
appeared in the June 24, 1981 edition of the Federal Register, Volume 46, No. 121, p. 32738. 


California Announces Winners in Affordable Housing Competition 


California’s Office of Appropriate Technology has announced winners in the State’s affordable 
housing contest. Awards totaling $242, 500 went to 28 architects, municipal agencies, developers, 
community organizations, and private citizens for a range of innovative proposals designed to cut the 
high cost of housing. 


Some 480 proposals from throughout the State were submitted in the contest which Office of 
Appropriate Technology director Bob Judd called *‘a success beyond our expectations and an occasion 
for hopefulness.’’ Judd said *‘the variety of approaches represented. . . shows the affordable housing 
dilemma in California to be still serious but not imposssible to resolve.’’ He added that the designs and 
tools to make affordable housing a reality are available if the public demands it and is willing to adjust to 
the new economic realities. 


Winning entries provided practical ideas for reducing financing and construction costs and involved a 
low-cost multifamily housing unit, family housing projects for the elderly, rehabilitated houses in 
depressed areas, and an urban solar development scheduled for construction next year in a depressed 
area. 








HUD Announces New Homeownership Plan 


Philip D. Winn, HUD’s Assistant Secretary for Housing and Federal Housing Commissioner, has 
unveiled a new interest reduction procedure designed to stimulate home sales and to help buyers qualify 
for mortgages. The procedure allows a reduction in the interest paid by the buyer in the early years of a 
mortgage without increasing the buyer’s normal downpayment. 


The plan, known as a “‘buy-down,”’ has been authorized by a change in HUD/FHA processing 
procedures for the traditional FHA mortgage insurance program. The interest payment reduction is 
limited to three percentage points. Assistant Secretary Winn said: *“The buy-down plan has the dual 
advantage of making more people eligible for mortgages — especially the first-time home buyer — and 
stimulating home sales. Many home purchasers are deterred by our current economic conditions. This 
new approach for the traditional HUD mortgage insurance program is an effort to ease the situation of 
‘both the seller and the buyer.”’ 


Under the new plan, the seller sets up an escrow account for monthly installment payments to reduce the 
interest on the buyer’s loan for a minimum of three years. No repayment of the escrowed funds by the 
buyer is permitted. Previously, HUD procedures treated such an escrow account as a reduction in the 
property acquisition cost. Now, the cost will not be reduced and the buyer’s downpayment requirement 
is not changed. To protect the buyer, escrow accounts must be held in a federally or State supervised 
financial institution that is not the originating or servicing mortgagee. Payments from the account are 
made by the escrow agent directly to the holder of the mortgage or its servicing agent. 


In the case of a 15.5 percent mortgage, the maximum allowable FHA interest rate, the escrow payments 
could reduce the purchaser’s monthly payment to what would be paid on a 12.5 percent mortgage. Ona 
$50,000 mortgage, the monthly payment of the buyer would be reduced by $118. 


The Federal National Mortgage Association (FNMA) announced in June that it would purchase 
mortgages on which builders, home sellers or others contribute cash to home buyers’ interest payments 
during the early years of a loan. The FNMA said the move was made to address the housing 
affordability problems created by high interest rates. The FNMA said that many homebuilders and 
sellers of existing homes are helping home buyers with their payments through buy-down plans, and 
noted that its “‘willingness to invest in such mortgages will make additional funds available for this 
increasingly widespread form of home financing which is especially helpful to the first-time buyer.” 


Nuggets 


A new earth-sheltered house which uses passive solar heating was open to the public recently. Built with 
the help of Government funds, the house has a greenhouse to capture the sun’s heat which in turn is 
stored in walls constructed of heavy concrete. The Frederick. Md.. prototype house attracted 
approximately 6,000 visitors in a single weekend. 


Some 8,000 carpenters in 46 counties of Northern California have ended a week-long strike and 
accepted a union package which includes a 10.4 percent wage increase and improved fringe benefits. A 
central issue of the strike was an alternating work schedule which gave workers every 6ther Friday off. 


The U.S. Treasury has issued regulations permitting the issuance of tax-exempt. single-family 
mortgage subsidy bonds. Sale of the bonds was halted last year because of restricting legislation. The 
bonds will bear about | 1 percent interest, and the total amount for 1981 will be limited to about $15 
billion. About $10.8 billion were issued last year. 


Some lenders are attempting to raise funds to be loaned at today’s higher interest rates by offering a 10 
percent discount to holders of fixed-rate mortgages which carry an interest rate of 6 percent or less if 
they pay the mortgages off by a specific date. The trend is developing because savings and loan 
institutions across the Nation are losing money due to their inability to compete with other financial 
institutions which pay higher interest rates. A major drawback to the discount offer is that mortgage 
holders would lose the deduction of interest payments for Federal income tax purposes. 





The Mortgage Insurance Companies of America (MICA) reported recently that the private insurance 
industry insured more home mortgages in the one-to-four-family market in May than the Federal 
Housing Administration and the Veterans Administration combined. The MICA said that its 
member companies insured 28,951 home mortgages during May, an increase of | percent over April 
and a 12.4 percent increase over a year ago. 


Significant Litigation 
Alschuler, et al. v. Dept. of HUD, et al., C.A. No. 80 C 4595 (N.D. Ill., E.D. June 4, 1981) 
(Memorandum Opinion denying preliminary injunction) 


The District Court denied plaintiffs’ motion for a preliminary injunction in an action challenging the site 
selection of a Section 8/22 1(d)(4) substantial rehabilitation project known as Monterey Apartments, 
located in the City of Chicago. Plaintiffs had asserted that HUD’s decision to provide Federal financial 
assistance for Monterey Apartments was arbitrary and capricious because it allegedly violated HUD’s 
statutory and regulatory duties to promote racial and economic integration, and the statutory directive to 
not house families with children in high-rise buildings. 


The Court, after a two-week evidentiary hearing, found that HUD’s decision was based on a balanced 
consideration of all appropriate factors, including proximity to necessary services and facilities, effect 
on concentration of low-income and assisted persons. physical design, previous experience with the 
developer, consistency with local governmental goals. financing and feasibility. In denying the 
preliminary injunction, the court made extensive findings, including: (1) HUD’s method of estimating 
the concentration of assisted persons by using current assisted housing units, as a substitute for assisted 
persons, was not an abuse of discretion; (2) HUD fulfilled its Title VIII obligations by reviewing the 
racial makeup of the location, the project’s proposed affirmative marketing plan, and the fact that the 
site was located in a general area as defined in Gautreaux; and (3) HUD’s reliance on economic 
conditions when it decided that the only practical alternative for housing families in the area was in 
high-rise buildings, was not an abuse of discretion. The court concluded that plaintiffs’ contention that 


neighborhood boundaries should be severely restricted whén defining concentration of assisted 
persons, “‘if accepted. . . wouldresultin. . . defeating one of the primary goals of the. . . [Section 8] 
program — promotion of economically mixed housing.’ 
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